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E.O. 11652: GDS 
TAGS: EPIN, EEWT, JA 

SUBJECT: FINANCING UNDER JAPAN/CHINA ETA 

REF: STATE 122705 

1 . EMBASSY RAISED POINTS REFTEL IN LOW-KEY PASHION AT 
DIVISION DIRECTOR LEVEL IN MITI AND MOF, AND HAS REQUESTED 
APPOINTMENT WITH MOFA TO RECEIVE COORDINATED GOJ REACTION. 

INITIAL REACTION OP MITI CONTACT WAS LIMITED BUT HE DID 
CONPIRM THAT NO DECISION HAD BEEN MADE CONCERNING PINANC- 
ING OF TRADE WITH CHINA UNDER LTA. MOP CONTACT ATTRIBUTED 
IDEAS CIRCULATING IN PRESS FOR FINANCING CHINA TRADE TO 
PRIVATE SECTOR AND DOWNPLAYED IDEA THAT OPPICIAL RESERVES 
WOULD BE USED FOR THAT PURPOSE. EMBASSY WILL REPORT 
PURTHER ALTER MEETING WITH MOPA. 

2. EMBASSY WAS UNABLE TO DISCERN PROM REPTEL WHETHER 
WASHINGTON WISHES US TO PUT FORWARD VIEW THAT SCHEME 
INVOLVING DEPOSIT OF OFFICIAL RESERVES THAT IS APPARENTLY 
BEING URGED UPON THE GOJ CONSTITUTES OPPICIAL SUPPORT IN 

THE CONTEXT OP THE INTERNATIONAL ARRANGEMENT ON GUIDELINES 
POR OPPICIALLY SUPPORTED EXPORT CREDIT. IT SEEMS TO US 
THAT, ABSENT A POSITIVE STATEMENT TO THIS EPPECT, REFTEL 
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COULD BE READ TO SUGGEST THAT WASHINGTON BELIEVES THAT IT 
WOULD BE AN EVASION OP THE INTEREST RATE MINIMUMS OF THE 
ARRANGEMENT ONLY IP DEPOSITS WERE USED AS COMPENSATING 
BALANCES TO OPFSET INTEREST CHARGES ON OPPICIAL EXPORT 
CREDITS. HOWEVER, AS WE UNDERSTAND THE CURRENT PROPOSALS 
BEING PUT TO THE GOJ, OPFICIAL DEPOSITS MADE DIRECTLY WITH 
THE BANK OP CHINA OR MADE WITH JAPANESE POREIGN EXCHANGE 
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BANKS FOR REDEPOSIT WITH THE BANK OE CHINA WOULD NOT BE 
HELD AS COMPENSATING BALANCES BUT WOULD BE USED TO 
FINANCE PURCHASES EOR THE LTA FROM JAPAN. THESE SCHEMES 
ARE SUPPOSEDLY PUT FORWARD AS AN ALTERNATIVE TO OFFICIAL 
CREDITS IN THE FAMILIAR SENSE. EMBASSY WOULD APPRECIATE 
WASHINGTON CLARIFICATION BEFORE MEETING WITH MOEA. WE 
WOULD ADD THAT NEITHER MITI NOR MOF SOURCE GAVE ANY HINT 
THAT THE GO! BELIEVED USE OF RESERVES FELL OUTSIDE SCOPE 
OF ARRANGEMENT, ALTHOUGH THE POINT WAS NOT ADDRESSED 
DIRECTLY. MANSFIELD 
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